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°
0 January 11, 1932.

qpvernors Conference. - January 114.1932.

Governor Harrison opened the Conference in the morning, by

stating the seriousness of present conditions. He said that the
deflation in two years was 6 billions in crciit, and also 6 billions

in loans for others." He said that prices were still falling, and
that banks were afraid to loan from their desire to renain liquid.

He stated that he had had a conference with Semtor Glass,
suggesting an amendment to the Act, so as to provide that Federal
reserve notes may be issued against any collateral which Federal
reserve banks are authorized to acquire, - meaning specifically
Government securities. He said that the free gold was now down to
between 400 and 500 millions, although the excess reserves were
over a billion, and that the necessity of using these excess reserves
in olace of commercial paper as collateral for Federal reserve notes
was becoming a menace to the gYstem.

He said that if the Reconstruction Finance Act should be passed
quickly, and an amendment as to Federal reserve notes such as the
above, he thought there would be a very fair chance that the tide
could be turned. He said that, in his opinion, it might be necessary
to buy a further large amount of Government securities, - not, however,
just at this present time, but possibly in the near future. He said
there were two views which could be held:

1. The Federal reserve banks to take a bold course, and
try to prevent further withdrawals of depositi
by the purchase of Government securities, and
the use of the new Act and amendment above
suggested.

2. That the Federal reserve bank's should maintain
themselves in a liquid condition in order to be
able to meet the withdrawals of deposits,
assuming that they are to go on indefinitely at
the present rate, - that is, 20 per year.

He said that, in his opinion, the bold course Was the course to
taice.

He also spoke of the bond pool formed in New York Which bought
in January enough to keep prices stable. He added that if the above (
provisions were enacted into law, the pool would undoubtedly buy enough
to put up prices, - perhaps even to par.
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Governor McDougal suggested that, in his opinion,we should
gradually dispose of Government securities bought within the last
two months; that we had bought now more than any one dreamed would
be bought during the last two years; that he thought it was the
duty of the Federal reserve banks to be liquid, in order to meet
the steady withdrawal of deposits from member banks.

Governor Seay agreed with Governor McDougal, assumin4 the
Federal Reserve Act to remain as it is.

Governor Harrison said that he contemplated only the purchase
of Government securities in large amounts if such should be cleaned
necessary following the correction of the railroad wage situation
and the passage of the Act and amendment above suggested, but that
he was fearful an emergency might arise within two or three weeks
requiring such purchases.

The Conference unanimously passed a resolution that in order
to expedite the operation of the Reconstruction Finance Corporation,
the assistance of the operating facilities and services of the
Federal reserve banks should be available to the Corporation, on
the understanding that the Corporation should reimburse the Federal
reserve banks for thee servi:es in such manner as may be agreed upon.

In the afternoon, Ogden Mills came before the Conference,
explaining Treasury policy. He stated that President Hoover has
informed. Congress that about 2 billions of bonds or securities may
be necessary to meet the deficit for the fiscal year ending June 30,
1932; that after that date, the administration will make no further
issue of bonds, but will rely on taxation to balance the budget.

C.b.H. asked him if such a statement as to future policy was
essential to the Treasury plan, and Mr. Mills stated that it was.
Mr. Mills further asked the Board to establish a lower rate on paper
s cured by Government securities, in order to assist in placing them,
stating that the emergency was as great as during the war, and that
the Federal Reserve should cooperate.

No action was taken by the Board.

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



-

••

41

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



42

ALL , AL4-4 . ,A,
G' C44m4 ec.o.

 Ab

11‘.0‘ 

C•0 44

12.3i

I e,•4•4

de, CAmsod

te•

dce.:

l—k Lt,Gris.. tot-4.

„

-

c4.I‘ Ago . C.4‘4.47 A.A•

g

-pp Lwl‘4.1 deg++e Cagat

/

/LrnipAe -10CLy lGes.4-.r 44_

ZZa4L ,"(La 47C irn••4

/L'44° 
41C14464.41

4+Ji -Ze44

VZ-ZA4L

eoZ o

aVo€, Ltt

6,

ZL-a,

Agef4,

,

e^4

6'So• di% "e• ft„..0. 4k%

424aLes.4 doe Oleo

3
 
:114J •Z JSt

jofrit 4e..a.AMP

leZZZ .n)

43 1

1

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



•

.1.114•Pailre

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



a, s

t.6 Cape

410

1LLI

itCP

,4= 344. P404Lo. r-J)

74 

-

JA,/ 06
G.de"

mA e% 4•-•:t-4-1 4

ga-kc44.-

jt4 2.L.
ft .

• z„.
, 

‘r-e•%mt,,

C. L4L-41:t+4 4..A444

Cm.i..ità.i. 17 Atr.4e.444

4 - •

a.,

• A, y

/4-c-ti
1A4

/FAA. •

ri,C.°4 L

-7;-.1.17 c, 4-cf fi dr4

l'1067 Cou4A.4•44-g? _

). 4„...„e)

&and

AAr

C4*- 4•"• A oectio

e..4-0147 ,Lds-t /CL•

du.0ZRZ.

47

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



48

_24L... ,4k 4.4w AC.4 Arsa. ,t4. 4- 144* •

e, •

1A44 4AC"-

• 1ft-4. • • Alb

Cip-44.-dade. c-v1K

1-ed4, Cr*

lot~. 2— (

1
 

„4„.„_,„_14w du),
4,4 -14A.

%

114.40La

P
4,1 3

&ALA. C

c4-4-44k e s_.„t„7

4..•

244,.

49

Cm^I

30 Z.,4,,at,

7/4-tr4;4. 7/C4-.40-4P (

1.41.24.7 C4"...1 CW•a"..&&" tiAt

11"- 
dr..11

kGA-1••• 
C4 f/4.,

c..,
144,-4-4

A4-4-0‘ Cd-t

C.A.04.4.4

C••

Ottf• 6-4tt

• r,€-"

S..4t- tAt

6 -pc-A4-04- pe...•-rf_ yt-.ea-A

Xato

Zg;.‘01 2-44-e-as

as.pc!t--

3 /G-..,Zt,

14110' 41116(- L.02C14.04.iikik.04.4100.4114 ddig*"1104

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



•

a

4
 

.)14 
r
‘

4
 

4
1

O
n

14.1t
'.4111 1- 

'')11:4i1 
11111.

'11(
1

I 
"

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



IL

,

.•
••
••
 .
4
1
1
.
 

•

II

pi

piq
Efl:
'1
1

L
i
t

fr
f

ol
J
t
 

1 
ft
. 

it
t,, 1:t
jti

ttL

if
f 

is)
fi

t

-
qp
•-
,

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



p.

s4iitt

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



1v

114'1
i
fi i:111 10

 
t
j
Y
1
1

1-1
"
q

1
"
1
1
1

/"
1

T
i
111.11T1

111‘41

•

75i

4

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



-..k-svp •
 
d
i
m
.
,
 '
O
W

31I 1
1 11

11
114 t$

•

ANN-

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



10111.,..ase
a
i
m
e
r
a
0
M
1
1
1
1
0
.
0
0
1
.
.
 

-
0
0
0
0
6
,
4

"
 

ti'vl 104
, 

Pfi01.1 
hi

11) .1 14

.1Thol_ 
\01_

41ill" 
'
11 1 11 (IL 

14 !
'i

'1 1111 1,1 141

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



»
m
o
o
 

4mowir44.44.44440444=11Pleftliel%

4101.

41

4
 I

IT

4

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



•2,.e..4—LA
\

c,4 i.4.,tA __ A. ..,. --z --

„0 zz.. 4-v, 0.‘, A..-‘ ,-.,-G-D ‘1.,•.»..

14.-----44 6„,
,

AL14 41,4r oc. a-••••••

t-ds•-?

A_ 4,6

e,L4'1
Ie-LCta

-It-4aA,
1,•44A4

iroo-46.04.,„
4

46,4-4/g/1 411,01 • . 4'$'• Ct-

S--ir-01646.12

•

1. Ark

.• •

•

65

)4AA'' 144.4 441

A., 
7 

„e„,

4 dm 4.-c.kee cit.aotuitzdAlp

1//4-44,4.

-44 cm-24.c,
• .2.e.A-44.

, IGL-cae

1040/1 de.th.e.t.44,. t/fs..°̀=P

401.0 — 44'Z 44t I47

4.4 -11-44A,

CA-4.do

0+t4 ZACZ;•& 4.4%sa-k 4!-

c.. -1.4_e.44..

m-4-7,404 , LA.&

l/Pleit .7

ALL t-gr'.•‘•A 3~6- ,

da

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



1:1̀
1

1 
1
1

41

1
••••••••••

hi
1 

c 14 :11

1,11v
1  0
1
1
 

‘i
1

....••••••••

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



68

E.41001 2601ma ../LA05/ 101 0.14j0 &.16

C"L.. e• /1"tA. 4+*.s'4

si. L.4,„LvkA

• 4/t6ft•At. —

CA&

dt4.4A' A.b°4 CI&.404 C6n41

411f,C.   4'

A,&i_scIAA

C•eiL4.4.601 
/1.44--444.4. ‘,"&• 14.4,Lao

2 ..Z

Lota.k

1.'"&• • •AC eI<OLotAA.44 C.A°*.t

S.4.4.mat 
a,o

Zt..k cA.44.4

A..4, c-%AlA• .

/1.4(-44A-p A;Im•
s-4-s

,t(AL 4,.,

4L L,ct_L,44.4

...‘t4” LA

Y/t. 
8-14-4

e.4. art. .41-..0.tt la

_

4ezt im..c-iA.4.tJ L.0

dC.

-

Z40*- -*L67 L'AA e4A

e,

s-b.rdb crci., 6

4Z 4Z

640.4k 4,•

/1.44-#4AA-414. Lt 
Gut.

Gt.w0.04 "eaAL44.

',.4°••••CAt ) C4.404e.4 LLA.

/4'4.4/

pwc -t.eA.CI.14..cli

G-ipt.

LA-c-cgat

14LL.LAt24
t..,

69

e.01•••21

4kt. )t 414Gt •AtL04tios

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



o I

'1(4

•

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



72.

-1.;•+1 %mS,Gt,-A.401 ern.,"

,4c,t:12AA, kv%- ta0JLe

_

/A‘ 4.6 r.ta, z —

a4-fot EL44‘

„IDs.LdZZ4`..a

J-4^0aL es

otZ4.6.441 ,Ad G.W4P

CO01 Z4i.o44.ftAAf tZ. ove- AA,

4..~I -04

4nt dc4/4—*--Aw /1e,#

C-41-t-46.)4 de c•AZ Ztt444,

L-tA‘ pc.AL

• t..oe ‘C-.6CA,te

6.6A.ft 44pr Ott. G44.•

C06 1j4i-.4tare

4C•Cal SAC•at &PII*...4 L44,e, o4.

4 .

s4.••••44#

LA-kdoad r

P44."4. 7 'AC' 
/1..•44~ y e

4,1C A„ LA6

e•+/'°4 Zdi.4J Z‘t.

7 Aff444 /e-Co et 40••*7, 4244t4o%.*.4,

&"11.40 41°••••••"4.••••"•4■1114"..410401‘.4.41.54.4mage

4-)

)44-41_et _

, L144 *

LLA

73

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



6-t -4-4-Lust Csc
• Ac../

€4.u.-Ak

. • )et........04".A.•

0— ICA-4-11L-4-

e-4-it lb twee

L/)0 cl6 S•dit. CeA ‘s

/4A ZLA C.Z14 CAn dLi

44/0 Oit.L‘e4,44-

eotWiJi

COf e4frZot /SOL AZt--;• 1A-44-4

c-14e 6 t4-446 et-4

4i44w -dk÷t41

ver

e‘401%

tAb A4A. 4./i4,64A4l

I 1A-w4)

Cordua.51 41.41.46...4,4"Ak aff-

. 444.4-1_4/47
#ze„,w4

11-/~4401 1,11.44

e-c•-e4f

tt.& ell •

14.4.

t4.Z1;tie2

Ardie

_

40/1 ,..‘,04

4,6 . 4t

•64-4L1

2341

 

44°W.A.Z -4t-t-•1

Az4

- Co&-2.41.1.•••'1-4.

/eAltr°14 r

1•6

tePf ‘.44/C4-A0L•L aZ

/ t to sA4 .A-04-cd-

6.x- ..,L .)I AA-4./A.

/11,1.-Az W 4A 4404-04-4-4,4_44

77

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



C
A

11

At 
11 

1..114%11. ci1A11'
11 

114-,
1 

11,11.111
1 

t
1) 11,y

0
0
 

n

e5i

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



_ 
4.11.1111111MP 0

-..11111.1 
-

a

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



4J 
t
j

)1

'1110.PP‘'-‘i
,cosPqfi

1(4 1 eL°
 "

1111 1411 'J TA
P '

it,I.ili QT 
111

111111)1 
rIrl 

41)1.1 
ilil

,
p
0
1

1W
lifi 

i 
i
n

4
- 111'111 

1
)
 N
I
 i

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



•
4
0
•
-
•
 

-•••••••”...41101111■111,W.M.C. 
p
g
.
 ••••••• 

•_

0
0

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



-•••••■•.-- 
-.op -

.
w
.
f
.
.
.
.
o
r

_

-
1
7
1
1
1
V
.
P
!
 

•
•
•
.
.
 

a
 •
 r
 

*
s
e

9
1
1
.
.
.
W
.
1
;
1
1
1
1
1
1
.
1
1
1
1
1
1
1
.
1
6
0
.
1
1
/
1
/
1
1
1
1
W
i

.•••••11,L.W:etig%d*

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



a
a
d
i
n
g
s
a
g
i
m
m
u
m
m
e
=

- —
.
A
1
=
1
=
M
M
L
.
7
1
1
1
1
g
t
a
.
,
,
,
,
 

...".
0
.
1
M
=
1
/
1
1
=
Z
A
C
I
I
I
R
M
I
P
 

OISS-""

1 11
Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



=
 

-
,
1
1
1
0
M
1
.
.
 
.
1
1
•
 

*
o
r
a
n
I
M
N
I
 

a
m
.

4 0

4-34

PO,

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



A
p
r
 
U
P
 

.
.
.
.
1
4
1
.
.
.
4
1
1
 

=
 

4
k
 

4
•
1
1
4
7
4
 

4
1
1
•
0
1
1
1
 
!
I
F
 V
T
.
 

•
•
•
•

•••- 
• 

•• 
•••••••••*”...

•

ir

11

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



*
A
 
r
e
.
 

••-crettliN/11 
-
.
., M111111111=.1.1111111.Mp-

-
^
r
•
 

r
P
r
e
C

.1111•1•11•011

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



98

g4)

42L,,,t 42

1.4 tqA_ g,,

44LZ0

4a11

Stra•Wl-

°t4!.."to 
1e4°t ZiAaad 4:11,9

LE.4 dieZa

./1Z4 -A -co. #142

c p

dt'e--AtA LZ40-4A4 
LZ.L4 e.s, et44.

C.4J1e1&4_
•

42,,e k,I j- P AA-

,

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



-
_

March 21, 1932, 8t15 p.m.
Senator Glass telephoned to O.S.H.

He said he wished. to blow if there was any doubt about the power of
the Federal reserve bank to refuse discounts; that a very prominent banker
had told him that neither the Board. nor banks had. such power, but he felt
that the word "may" in Section 13 unquestionably gave the power.

C.S.H. told him that he, personally, and. also Dr. Miller, construed.
the word. "may" to give discretion to the Federal reserve bank to refuse
discounts where the privilege had been abused., but while he remembered no
formal ruling of the Board. to this effect, he was very sure that there was
no question about this; that Mr. Wyatt, the General Counsel, and Newton D.
Raker, had so advised the Board..

C.S.H. said that this power has, from time to time, been denied, and.
Senator Glass asked, "By whom?" C.S.H. said. that Mr. McGarrah, by letter
of May 1, 1929, speaking for the directors of the Federal Reserve Bank of
New York, denied the power of the bank, or the Board, even to examine into
customers security loans, or to refuse discounts because of the undue
increase of such loans, even though the bank might be borrowing frequently
or continuously.

Senator Glass asked if any Federal reserve bank had ever refused
discounts for this reason.

C.S.H. replied that he thought the Federal Reserve Bank of New York had
threatened banks which were out of line, - that is borrowing more than the
average bank of their size in the emnmunity, or were borrowing for profit, -
that they mat cease under penalty of refusal, but that if all banks were
expanding at the same time, C.S.H. understands that the New York Bank
would not undertake to stop this expansion except through increases in the
discount rate; that the New York Bank even disagreed with the Board as to
the public warning which it gave, stating that it was not the proper way
to meet the situation, which should be met by increases in discount rates.

Senator Glass then asked whether the Federal reserve bank has power

to f i x the rate on 15-day member bank collateral notes, without the
final approval of the Board, and. C.S.H. said No. C.S.H. again anphasized
the necessity of Section 3 of the Glass bill, but suggested that where the
absolute prohibition is set down in Section 3, it might be well to add. a
qualifying clause "except as provided in this amendatory Act."

C.S.H. said. he understood. clearly that the Committee intended. to permit
a reasonable amount of speculative loans, and., in fact, Section 8 of the

Glass bill made it the duty of the Board to fix the percentage of these loans,
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and C.S.E. &soused, of course, that under any percentage so fixed, the

banks could discount eligible paper to keep. up their reserves.

Senator Glass at first demurred as to this, and said that they must

use the cash in their vaults; that the bank deposits would give them an

ample fund for this purpose.

C.S.H. replied that he did not believe this; that when prices are
stable,and no gold movements nor hoarding, the cash received by the banks
about equals the cash paid out by them, so that the banks would have to

rely on discounts of eligible paper to keep up their reserves against

these speculative loans, as well as their regular commercial loans.

Senator Glass then spoke of Governor Meyer's letter requesting
hearings. He said he did not see the necessity of this because the Board

already had made its views known through Burgess and Goldenweiser.

C.S.116 said that they did not represent the Board in any capacity.

Senator Glass replied that President Hoover told him that Burgess
and Goldenweiser had been chosen to represent the Treasury and the rederal
lbserve Board before the Subcommittee.

Senator Glass also said that same time ago he had asked Governor Meyer

whether the Board wanted a hearing, and that Governor Meyer replied No.

C.S.H. said that, speaking personally, he desired to go over every

clause in the Glass bill, and he believed that that would be the desire of
his associates; that the Board had asked the Committee of its staff to
report the exact status of the Glass bill, showirg changes made by the recent

revision, so that the Board could act upon it intelligently and quickly,

and that the Board hoped to have their report by rtiday of this week.

.111.....ammonommpom0011.
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